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Z| &l Level 4 Diploma in Procurement and Supply L4M7 S 2 EEX|
(Q161-Q166):

EE #161
XYZ 1td is a large retailer who offers a range of products with different margins. The warehouse manager suggests that different
product groups should have different level of safety stock. The appropriate level of safety stock is typically determined by...?

A. Taking the square root of the economic order quantity

B. Expected stockout cost multiplies with product margin

C. Choosing the level of safety stock that assures a given service level
D. Carrying sufficient safety stock so as to eliminate all stockouts
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Safety stock is the stock held as a contingency or insurance against disruption or unexpected de-mand.

Holding safety stock reduces the risks of stockouts, when an organisation is unable to meet an order or continue production due to
lack of finished goods or nput materials.

For single iterrs, an extra investment in inventory (higher levels of safety stock) will always in-crease customer service levels.
Conversely, higher service levels imply larger quantities of safety stocks and an increased investment in inventory. (Procurement and
Supply Chain Management - 9th Edition) However, high levels of safety stocks also increase the inventory cost. There must be a
balance between inventory costs and customer service. Thus, calculating the should-be safety stock based on a determined service
level has long been recommended by many professionals.

Reference: CIPS study guide page 104-105
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EAE #162
Can RFID tags work when they are attached to metal surfaces or embedded within metal products?

A. No, RFID tags only work with plastic products

B. Yes, sonme technologies allow RFID tags to work on metal or within metal products

C. No, metal surface reflects the radio wave and thus interferes the operations of RFID tags
D. Yes, all RFID tags can be used in every environmental conditions

HE:. B

dE:

Mounting or embedding RFID tags on metal can be tricky. Metal surfaces reflect energy emitted from RFID readers and create
mterference for RFID tag antennas, which means the tag isn't able to receive power and transmit information; however, specific
RFID tags will work around metal sur-faces. RFID companies have patented technology that allows RFID to work when attached
to metal surfaces and even embedded within metal products. As long as you choose the correct RFID equipment for your
environment and application, you won't need to worry about interference from metal.

Reference:

LO1,AC12

EE #163
The only reason stocks become obsolete is because items have been held in stock for a very long time. Is this a valid statement?

A. No, because sone items can become obsolete because of changes in consumer needs
B. No, because stock held for a long time are called buffer stocks

C. Yes, because all obsolete iterrs result from significant overstocking

D. Yes, because users assumre that the itenrs are no longer in stock



HE. A

EE #164
Which of'the following is a main objective of just-in-time?

A. Better demand forecasting

B. Waste reduction

C. Higher safety stock

D. Leveraging econommic order quantity

He:. B

dY:

JIT, often referred to as the Toyota production system (TPS), originated in Toyota's manufacturing plants in Japan in the early
1970s. It was first infroduced by the organisation's owner, Taiichi Ohno. The prime goal of JIT is the achievement of zero
mventories.

The just-in-time objectives of eliminating waste can be summarised in the 'five zeros: zero defects, zero set-up times, zero
mventories, zero handling and zero lead times.

Reference: CIPS study guide page 122-127

LO2,AC23

EE #165
A warehouse manager is evaluating the use of Automated Guided Vehicles (AGVs) within a repetitive task environment. After
reviewing their use and price, the manager decided to mvest in several AGVs. Were they correct in doing this?

A. No, as it reduces the flexibility of the warehouse operations

B. Yes, organisations must use high-tech solutions where possible

C. Yes, as it will reduce the costs of employing labour

D. No, as they are only suitable for use in non-repetitive task environments
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